Liquidity creation is a major function of banks in the economy. Banks create liquidity by financing relatively illiquid assets with relatively liquid liabilities and thus contribute to financing the economy and facilitating transactions between economic agents. While this role has long been ignored, literature on bank liquidity creation has recently expanded following the novel approach proposed by Berger and Bouwman (2009) to measure liquidity created by banks. Several works investigate determinants of bank liquidity creation (Fungáčová, Zhou and Weill, 2015; Berger, Bouwman, Kick and Schaeck, 2016) , some focus on its relation with the level of competition (Horvath, Seidler and Weill, 2016; Jiang, Levine and Lin, 2016), its connection to economic growth (Berger and Sedunov, 2015; Fidrmuc, Fungáčová and Weill, 2015) and consequences of high bank liquidity creation (Berger and Bouwman, 2012; Fungáčová, Turk and Weill, 2015) .
We also analyze if liquidity creation by state-owned banks is less procyclical than liquidity creation by domestic private banks and foreign banks, so that we can check if state-owned banks have a more stabilizing role than private banks as suggested by Bertay, Demirgüc-Kunt and Huizinga (2013) for bank lending.
To investigate these issues, we follow the methodology of Berger and Bouwman (2009) to measure bank liquidity creation. We classify all bank assets and liabilities based on their degree of liquidity, assign weights to each item and compute the amount of liquidity created by each bank.
We consider the Russian banking system for our analysis. We use comprehensive quarterly data We apply the system GMM estimations in our empirical analysis. We find that liquidity creation of banks is procyclical and show that state-owned banks do not have a more or less procyclical liquidity creation behavior than domestic private banks. We find limited evidence that foreign-owned banks tend to have a lower procyclical liquidity creation than domestic private banks. Hence we support the view that liquidity creation behavior of banks can contribute to amplify business cycle fluctuations, while ownership of banks does not significantly influence this channel.
Our paper contributes to the literature on bank liquidity creation by providing evidence on its cyclicality and therefore on its potential amplifying role in economic recessions. It also constitutes a contribution to the analysis of the impact of state ownership of banks in the economy.
It is of prime interest for the analysis of banking in emerging markets given the major role of banks in the financing of these economies and the persistent influence of the state in the banking industry in many of them.
